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KEY ECONOMIC INDICATORS 
In millions of U.S. dollars unless noted 





1987 
1984 1985 1986 Projec- 
tions 
Domestic Economy 
Population (millions) (**) 11,927 12,323 12,324 12,527 
Population growth ($%) 1.6 1.6 1.6 1.6 
GDP in current dollars (billions) 19.2 16.0 16.4 17a 
Per capita GDP, current dollars 1,615 1,330 1,300 1,380 
“GDP (CH$ billion in 1977 Prices) 347.9 356.4 376.6 398 
% change 6.3 2.4 aoe 5.8 
Consumer Price Index % change 2350 26.4 17.4 19.0 
Production and Employment 
Lakor force (thousands) (**) 4,175 4,239 4,347 4,450 
Unemployment (*) 14.0 11.9 8.8 3.5 
Govt. work programs as % 
cf labor force (*) 9.6 7.0 4.8 2.0 
Industrial production % change 0.2 10.8 a0 6.0 
Govt. deficit as % of GDP 4.3 2.6 1.8 1.6 
Balance of Payments 
Exports (F.O.B.) 3,650 3,804 4,250 4,950 
Imports (F.O.B.) 3,391 2,955 3,126 3,900 
Trade balance (F.O.B.) 293 849 1,079 1,050 
Current-account balance - 2,060 - 1,329 - 1,200 - 1,100 
Foreign direct investment (new) 67 112 251 500 
Foreign debt (*) 18,877 19,318 19,352 19,000 
Debt-service paid 2,557 2,407 3,100 2,700 
Debt-service ratio as % of 
merchandise exports 70.1 63.3 12.9 5 
Foreign exchange reserves 2,056 1,867 1,826 1,850 
Average exchange rate for year 99 161 192 220 
Foreign investment 
Total (cumulative since 1974) 2,260 2,410 29350 
g.5. 1,123 1,232 N.A. 
U.S. share (%) 49.7 Si.1 N.A. 
U.S. - Chile Trade 
~ U.S. exports to Chile (F.A.S.) 805.3 682.0 823.3 875 
U.S. imports from Chile (C i ) 870.8 857.4 934.8 1,050 
Trade balance - 65.5 -175.4 - 111.5 -175 
U.S. share of Chilean exports ($%) 26.0 23.5 21.9 
U.S. share of Chilean imports ($%) 21s5 21.8 20.5 


Principal U.S. exports (1986): Aircraft, mining equipment, fertilizers. 
Principal U.S. imports (1986): Fruits, copper, gold. 


Sources: Central Bank, National Institute of Statistics, and Embassy 
estimates. 


(*) Year-end values. 
(**) September values. 





SUMMARY : 


The Chilean economy grew at a 6.0 percent rate during the first half of 
1987, following a strong 5.7 percent growth rate in 1986. The tradeables 
sectors of the economy (agriculture, mining, and industry) accounted for the 
bulk of the growth, along with a strong push from the construction sector. 
In the first quarter, the Chilean economy showed signs of overheating, with 
increases in inflation and money-supply growth coupled with a declining 
trade balance. The Central Bank late in the first quarter increased the 
rediscount rate and cut back on money supply growth. The move cooled off 
the economy, putting it on a path compatible with foreign exchange 
constraints, although at a cost of some increased unemployment. We project 
overall GDP growth for 1987 will be 5.8 percent, similar to last year's 
rate. Inflation should pick up some to a 19 percent rate, reflecting 
increases in world petroleum prices and other factors. Real wages were also 
affected negatively. Despite a sharp increase in unemployment in the first 
half, unemployment should decrease from September onward and end the year 
around 8.5 percent. In short, Chile will have another generally good year 
in 1987, although the going will not be as smooth as in 1986. 


The major development in Chile's balance-of-payments (BOP) outlook was the 
renegotiation this past March and April of all medium-term and long-term 
debt owed to private and foreign government lenders. As a result, Chile 
should have adequate foreign exchange to allow moderate growth levels (i.e. 
5 to 6 percent annually) through 1988. The trade balance at the end of June 
stood at $533 million, well below the $724 million in June 1986, but we 


expect that the balance will improve in the second half of the year due to 
higher copper prices and improvements elsewhere in the current account. For 
1987, Chile will have around a $1.1 billion current account deficit which 
will be financed by loans from the multilateral development banks (MDB's), 
new foreign investment, and short-term borrowing. Concerns about the 
Chilean Government's human rights performance have resulted in the U.S. 
policy, since November 1986, of abstaining on non-basic human needs loans in 
the MDB's. Human rights, particularly political rights, will continue to be 
an issue in MDB deliberations as Chile moves toward decisions on how to 
return to democracy and civilian rule. 


U.S. trade is directly benefiting from the growth in the Chilean economy. 
U.S. exports to Chile in the first half of 1987 are running 31 percent ahead 
of the same period in 1986. Aircraft, telecommunications equipment, data 
processing equipment and paper products exports had the largest growth. 
During the second half of 1987, the United States is expected to export 
about 100,000 metric tons of corn valued at $7.0 million to supply Chile's 
rapidly expanding pork and poultry production. The overall increase in U.S. 
exports to Chile masks a dramatic drop in wheat, which is protected by high 
levels of minimum import prices. 


Innovative debt-to-equity conversion schemes provide an excellent 
Opportunity for companies interested in investing in Chile. In the two 
years since the inception of the program, over $2 billion in loans have been 
converted through this and other Central Bank debt-reducing programs. 





il 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: The Chilean economy grew at a strong 6.0 percent rate 
during the first half of 1987. That was composed of two parts, a 7.4 
percent rate during the first quarter, and a 4.6 rate during the second. 

The economic authorities became alarmed at the rapid first quarter growth, 
especially when adding in increasing rates of inflation and a declining 
trade balance due to an import binge. In late March, the Central Bank 
announced it was curbing real money supply growth and raising the rediscount 
rate. The market reacted quickly to the government signals, and there was 


an almost immediate effect in interest rate sensitive sectors, such as 
construction, 


The economy is now in its fourth year of economic expansion, well past the 
recovery phase. The economy should continue good growth throughout the 
year, sparked by a strong fourth quarter when the agricultural export season 
begins. We project that the economy will grow by about 5.8 percent for 
1987, poising it for solid economic growth in 1988. 


Acricultural production led the way among productive sectors with a growth 
of 8.7 percent in 1986 and a growth of 6 percent in the first half of 1987. 
In 1986, agricultural exports (primarily fresh fruit) shot up 32 percent to 
reach $698 million, while agricultural imports declined by 27 percent to 
$191 million. The result was a record farm trade surplus of $507 million. 
Demestic production of wheat and vegetable oils increased 39 and 125 percent 


respectively, due to government mandated minimum import prices for those 
products. 


The mining industry was stagnant in the first half of 1987 following 1.5 
percent growth in 1986. Lower production of copper negated gains in output 
for other minerals. We expect that with higher prices and production in the 
second half of the year, the sector for the year will enjoy good growth. 
Minerals continue to earn over 60 percent of Chile's export revenues, 
despite the government policy of diversifying exports. Income from the 
mining industry provides about 15 percent of government revenues. Copper 
remains Chile's principal export. The country produces about 17 percent of 
total world output, making Chile the largest producer and exporter of the 
red metal. Chilean copper producers have low production costs resulting 
from relatively high ore grades and economies of scale. 


Chile also is one of the world's top 10 producers of molybdenum, iodine, 
rhenium, lithium, selenium, nitrates, gold, and silver. Domestic crude 
petroleum output declined 6.6 percent in 1986, due to well depletion. The 
trend continued in the first half 1987. Domestic oil production now 
supplies about 47 percent of national consumption. Coal production 
increased 6 percent in 1986, reflecting increased demand for steam coal in 
thermo electrical generating plants. 
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The construction sector showed modest growth in early 1987, but increases in 
public works projects plus materialization of projects deferred from the 


1982-83 recession should result in very strong growth in construction for 
the year as a whole. 


Manufacturing grew by 6 percent in the first half of the year following 
eight percent growth in 1986. This sector in the past year and a half has 
benefited greatly from the overall export-led expansion of the economy. 
Import competing sectors such as textiles took up the slack left by 
declining imports. The fishing industry grew by 10 percent during 1986 and 
fishmeal production by 14.7 percent. In the first half 1987, production of 
fishmeal was stagnant as a 30 percent increase in the first quarter was 
negated by an equal drop in the second quarter. Chile's forestry sector 


grew strongly in 1986 (7.4 percent) and promises to be a major export 
industry in the future. 


The export led boom is only gradually stimulating the retail and service 
sectors, which employ about half of the labor force. The growth in these 
areas has been slightly less than overall economic growth. The service 
sector includes financial and insurance services, which have been growing at 
a rate faster than the overall economy. The Santiago stock market index at 
the end of the June stood at 289.4, up from 262.2 in December 1986 (1980 = 
100). This boom reflects overall economic growth, undervalued share prices 
following the 1982-83 recession, and falling interest rates, which have 
driven investors to seek higher returns in stocks. 


Employment: Following a year of continual unemployment declines, open 
unemployment increased from 360,000 in January to 445,400 in June. In 
percentage terms unemployment went from 8.4 percent to 10.3 percent. In 
1986, the economy was able to create enough jobs, principally in the 
services sector, to overcome the effects of the normal seasonal slowdown in 
agriculture, as well as the reduction in the number of workers employed in 
government emergency work programs. The economy in 1987, having passed the 
early phases of recovery, was not creating as many jobs per unit of economic 
growth. Employment in the services sector in the first half 1987 dropped by 
80,000, in contrast to an increase of 40,000 from January to June 1986. A 
large chunk of the reduction is services was due to a 62,500 worker decrease 
in the emergency work programs, where these workers are counted as employed 
in official statistics. Another factor in the increase was the steps taken 
by the Central Bank in March to cool off the economy. 


Unemployment as of mid-year 1987 was largely concentrated in the poor 
districts in the Santiago metropolitan area and other large urban centers 
(mainly Valparaiso) among the 18-25 year olds. Within this age group, 
unemployment rates are double the national average. Most other regions have 
unemployment around the national average or below. By sector, the 
construction sector has a 25 percent unemployment rate. Industry has a 
higher than average level, while utilities, mining, and agriculture have 
significantly lower rates. The government of Chile in May announced a new 
jobs programs, which will rely on public works projects construction to 
generate employment. Unlike the other jobs programs which 
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are being phased out, the government will not directly employ the workers, 
bat rather rely on private contractors to carry our the projects. We expect 
tnat because of this program and normal seasonal recovery (especially in 
ajriculture and construction) that unemployment by the end of the year will 
fall back down to levels experienced at the beginning of 1987. 


Only about 9 percent of the labor force belongs to unions. The rate of 
union participation has dropped from about 30 percent of the labor force in 
1975 to present levels. There are currently 5000 unions, federations, and 
confederations in Chile with a total membership of about 400,000 workers. 
Union membership is greatest in the mining industry. 


Wages: Wages as of the end of June stood 0.3 percent lower in real terms 
than June 1986. Due to unexpectedly high inflation in the first 6 months, 
wages since December 1986 declined 1.6 percent on a real basis. While wages 
for white and blue collar workers have increased slightly, service workers 
wages have decline by 0.1 percent over the past 12 months. Although real 
wages have climbed slightly every year since 1985, wages remain 15 percent 
below the levels of the height of the boom in 1982. 


Fiscal Policy: Due to continued budget austerity, Chile has gradually 
reduced its public sector deficit (net indebtedness of the government plus 
non financial public enterprises) from 2.6 percent of GDP in 1985 to 1.8 
percent in 1986. The Chilean Government projects a further decrease in the 
public sector deficit to 1.6 percent in 1987, a figure which looks 
achievable as of mid-year. The main sources of government revenue in 1986 
were the value added tax (38.7 percent of all revenue), tariffs (12.6 
percent), excise taxes (10.4 percent), personal and business income taxes 
(10.3 percent), and income from state enterprises (9.1 percent). Government 
receipts amounted to 32.6 percent of GDP in 1986 due to lower import tariff 
receipts (tariffs are uniformly 20 percent) and reduced transfers from state 
enterprises. The Chilean Government at the beginning of the year projected 
an 8 percent increase in public sector revenue in 1987 due to larger income 
from taxes, proceeds from the sales of state enterprises, and transfers. 
Tnis was based on the assumption that copper would sell at 64 cents per 
pound and oil for $16 per barrel, both of which were considerably higher as 
of mid-year. Also, higher than expected economic growth has increased value 


added tax receipts, leaving the Chilean Government's finances on a strong 
footing. 


Privatization of some state enterprises continued throughout the year. 

Sales to private and institutional investors of shares in companies held by 
the Chilean Development Corporation (CORFO) reduce the size of the 
government, increase public revenues on a one-time basis and provide private 
sector initiative in some state firms. Nevertheless, state enterprises 
continue to generate about one fourth of Chile's GDP. Almost all state 


enterprises were profitable in 1986 and the government does not generally 
Subsidize these firms. 


Current expenditures of the public sector fell from 36.6 percent of GDP in 
1985 to 34.8 percent in 1986. The main components of public sector 
expenditures in 1986 were social security payments to private recipients 
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(23.6 percent of the total), debt service (18.8 percent), transfers and 
subsidies to the private sector (18.5 percent) and wages and salaries (15.1 
percent). Social security payments will continue to put pressure on current 
government expenditures, since most of Chile's younger workers have joined 
private pension funds (AFP's) and therefore are not contributing to the 
public system. 


The Chilean Government plans to boost public sector savings to 4.7 percent 
in 1987, up from 4.3 percent of GDP in 1986. Over the medium term, both 
public and private savings will play a key role in determining economic 
growth and the success of Chile's macroeconomic adjustment efforts. 


Monetary Policy: Government efforts center on the maintenance of a moderate 
inflation rate and high international reserves as well as compliance with 
IMF monetary targets. During the last two quarters of 1986 and first 
quarter of 1987, the Central Bank pursued an expansionary monetary policy, 
seeking to lower medium-term and long-term domestic interest rates. Real Ml 
(money in circulation plus demand deposits) and M2 (Ml plus term deposits) 
grew 6.2 and 11.8 percent, respectively. Liquidity was high due to these 
real increases in the money supply, good economic growth and lower interest 
rates. Consumer credit expanded and construction activity picked up 
considerably. During the first quarter the economy boomed, running rapidly 
into Chile's balance of payments constraints. The trade balance declined as 
imports gained momentum. Domestically, inflation remained stubbornly high 
fueled by rapid money supply growth. In March, the Central Bank increased 
the rediscount rate (at which it lends to local banks), cut back on money 
supply growth and eliminated a repurchasing window of some government debt 
notes. The moderate tightening of monetary policy cooled off the economy. 
For instance, real Ml declined 12.9 percent between January and June, while 
interest rates (90 to 365 day deposit rates) climbed from 3.1 in October 86 
to 4.4 in June 87 (annualized rates plus inflation). Following the March 
"mini-adjustment," the real money supply (Ml) remained stable as the GOC 
monetary adjustment continued. For the remainder of the year, monetary 
policy will probably continue at the present tighter level due to the danger 
of higher inflation and imports. 


The Financial System: The Chilean financial system made a profit in 1986 
and continued profitable during 1987. Branches of foreign banks and the 
state owned Banco del Estado accounted for most of the earnings. Chilean 
private banks generally reported an operational surplus but earned no 
profits due to the need to repurchase past due loans previously sold to the 
Central Bank. However, the financial system remains fragile and open to 
knocks from a Slowdown in economic growth. Most bank profits are being 
generated from non lending activities such as money desks, debt to equity 
Swaps and trade in government bonds. 


Inflation: The Chilean Government has followed cautious monetary and fiscal 
policies, as required in the International Monetary Fund (IMF)/World Bank 
economic program. Inflation fell from 26 percent in 1985 to 17.4 percent in 
1986. However, with the increase in international oil prices in first half 
of 1987, increased 
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domestic activity and other price increasing factors (including a hoof and 
mouth outbreak which pushed up prices of meat and dairy products) the 
consumer price index is now running about 20 percent higher than the same 
period in 1986. Non-oil influenced goods continue to run about the same 
rate as last year. The food products portion of the index continues to be 
heavily affected by external factors, such as severe flooding in July and 
August that have caused shortages in the fresh fruits/vegetables and 
beef/dairy products. 


External Sector Policy: The principal problem facing the Chilean economy is 
how to continue economic growth in the face of a massive external debt 
burden which stands at $19 billion. Chile has been a model for other debtor 
countries in working out multi-year debt reschedulings with private 
creditors in conjunction with IMF and World Bank programs. In March, Chile 
worked out an arrangement with private banks to reschedule all medium-term 
and long-term private debts (amounting to $15 billion) in a package than 
included lower interest rate (on average LIBOR plus one and one quarter), no 
amortization payments until 1991, and a 15-year repayment schedule. 
Beginning in 1988, Chile will make interest payments on an annual basis, a 


move which will save the country $450 million on a one time basis during 
1988. 


Chile's innovative debt-to-equity conversion program reached $1.4 billion by 
June 1987. We expect an additional $900 million in swaps in 1987. Central 
Bank mechanisms initiated in mid-1985 which allow debt-to-equity conversions 
of discounted foreign debt notes for local payment (Chapter 18 conversions) 
are auctioned off to banks on a bi weekly basis. The present monthly cap on 
these conversions stands at $40 million. Local banks compete fiercely for 
the quota due to slack credit demand and a desire for lower foreign exchange 
exposure. Demand continued to outstrip the Central Bank's monthly cap. 
Similar provisions (Chapter 19) allow foreign firms to convert dollar loans 
to peso equity in Chilean firms. Such transactions are on a case by case 
basis and are not subject to an overall monthly quota. Another $700 million 


has been taken off Chile's external debt through other debt reduction 
programs. 


The high real exchange rate has had a major effect in limiting imports and 
promoting exports and efficient import substitution. The exchange rate on a 
real trade-weighted basis has remained virtually constant since August 

1985. The Central Bank maintains a crawling peg exchange rate system which 
devalues the exchange rate based on the difference between domestic and 
international inflation. The official exchange rate at the end of July 
stood at CH$218/dollar, up from CH$203/dollar at the start of the year. The 
legal parallel rate ran 4-8 percent higher than the official rate throughout 
the year. High foreign exchange availability has resulted in a massive 
increase in foreign currency local deposits. These deposits have grown to 
$600 million by June 1987. This reflects public confidence that dollar 
deposits will not be frozen by the government. 


One important leg of Chile's adjustment policy is promotion of structural 
change. The World Bank has lent Chile $500 million in the context of two 
Structural Adjustment Loans (SAL). Chile also has used money from World 
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Bank affiliates to improve its economic infrastructure (roads, electric 
generation, etc.) which will indirectly aid exporting. In addition, the 
government of Chile has introduced a series of measures to aid exports, such 
as quicker procedures to return value-added taxes, in-bond warehouses, etc. 
The government is also introducing similar measures for domestic industries 
which compete directly with imports. 


The one major departure from free-market orthodoxy has been in enacting 
import protection for various agricultural commodities. Production of 
wheat, sugar, and vegetable oils has increased sharply following 
introduction of minimum import prices. 


Balance of Payments: Chile continues to run a $1 billion plus current 
account deficit, despite a $1.1 billion trade surplus in 1986. The trade 
balance slipped in early 1987 as imports rose over 30 percent versus a 15 
percent increase in exports. On the debit side, financial service payments 
(i.e. repayment of interest and some principal to banks) equal to about $1.6 
billion, overwhelming the projected $1.05 billion trade surplus. This 
amount will decline in 1988 due to lower scheduled interest payments. Even 
with a rescheduling of its debts, Chile will need to run a significant trade 
surplus for the foreseeable future. 


Chile will finance its current account deficit through capital account 
flows, from primarily MDB's. The U.S. Government continues to study, on a 
case by case basis, whether it will be able to support loans from the World 
Bank and IDB in light of Chile's human rights performance. The United 
States abstained in the November 1986 vote for the Second Structural 
Adjustment Loan of $250 million; however, the loan was approved by the World 
Bank Executive Board. Since then, the United States has maintained a policy 
of abstaining on all but loans aimed at satisfying basic human needs. Chile 
is asking for a third tranche of $250 million which is expected to come to a 
vote in November. Human rights, particularly political rights, will 
continue to be an issue in MDB deliberations as Chile moves toward decisions 
on how to return to democracy and civilian rule. In addition, various bills 
have been introduced in Congress calling for sanctions against Chile, 
although as of the date of this report, no bills have been enacted. 


The Central Bank and the IMF have agreed to an overall $10 million increase 
in net reserves for 1987. This projection is based on assumption of a 6.3 
percent LIBOR, $16 per barrel crude petroleum price, and 64 cents per pound 
copper price. Chile ended up with a greater-than-expected increase in 
reserves of US$70 million in 1986. 


PART B — IMPLICATIONS FOR THE UNITED STATES 


Chile is probably the most open market in Latin America for U.S. exports and 
investments. Imports are subject to a 20 percent across the board tariff, 
although a number of products (automobiles, wheat, sugar, vegetable oils, 
and certain cloths) are also subject to a surtax. 
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There is also a 120-day waiting period for foreign exchange remittance for 
imports. At the end of the period, foreign exchange is routinely granted. 
Chile's investment code is among the most liberal in Latin America, and the 
government is actively seeking foreign investment. 

The United States is Chile's principal trading partner, accounting for 21 
percent of Chile's total imports and absorbing 22 percent of Chile's 
exports. In 1986, U.S. exports to Chile amount to $823 million while U.S. 
imports from Chile totaled $935 million. For 1987, U.S. exports to Chile 
are projected to reach $875 million while imports from Chile should reach 
$1.05 billion. 


Export Opportunities: The strong Chilean economic performance in 1986 will 
translate into increased opportunities for the United States in selected 
export sectors. U.S. exports to Chile grew 20.7 percent during 1986 and we 
expect this performance to continue as U.S. firms will benefit from the 
lower dollar in relation to other currencies. 


The best prospects for U.S. merchandise exports to Chile include textile 
machinery, mining equipment and services; earthmoving equipment; food 
processing and packaging equipment; agricultural chemicals; feed corn; 
telecommunications equipment; forestry, woodworking, pulp and paper 
equipment; computers and peripherals; medical instruments and supplies; 
construction equipment; safety and security equipment; and air conditioning 
and industrial refrigeration equipment. Chile remains open to nearly all 
service exports, for which the United States is Chile's main supplier. 


Several major projects in the mining and energy sectors could offer 
opportunities for U.S. exporters and investors. The state owned copper 
producer CODELCO-Chile is investing about $400 million annually over the 
next 5 years to increase production in the face of declining ore grades. 
Privately owned mining companies are also investing to expand production. 
Several large foreign investments in the mining sector are under 
consideration, including the La Escondida copper mine ($1.2 billion) and 
Salar de Atacama Mixed Salts Project ($170 million). ENAP, the state oil 
company, is actively exploring for new hydrocarbon deposits. Foreign oil 
companies may enter into association contracts with ENAP for exploration and 
production of petroleum in the Straits of Magellan or may explore for and 
produce petroleum alone in other areas. Chile's hydroelectric power 
production is scheduled to increase 35 percent over the next 6 years with 
the construction of three projects (Alfalfal, Canutillar, and Pehuenche). 
Two large fertilizer projects in the Magellan Strait region will use natural 
gas supplied by ENAP. One of these, a methanol project, is now under 
construction, and the other, an ammonia-urea project, is in the financing 
stage. Chile has considerable coal deposits and rising demand from 
thermoelectric plants converted over from petroleum. 


The state-owned telephone company is undertaking a major expansion. 
Important public utility projects include the Quinchamale water project, and 
the water and sewage treatment pilot plant for the Santiago Metropolitan 
area. In addition, over US$2 billion in investments will be required over 
the next 20 years in order to process Chile's large forest resources. 





While U.S. exports will benefit from the overall growth in the economy, 
traditional markets for U.S. agricultural goods have suffered, not only due 
to Chile's exchange rate policy, but also to import protection. As a result 
of minimum import prices imposed in 1985, U.S. exports of wheat fell to 
$19.7 million in 1986, down from $159 million in 1983. In November 1986, 
the United States asked for consultations with Chile under Article XIX of 
the GATT in order to address the injury to U.S. wheat and vegetable oil 
exports; these discussions are continuing with the objective of reducing 
Chile's minimum import price floor levels. On a more positive note, during 
the second half 1987, the United States is expected to export about 100,000 
metric tons of corn valued at $7.0 million to supply Chile's rapidly 
expanding pork and poultry production. 


The U.S. Foreign Commercial Service (USFCS) in Santiago conducts a broad 
trade promotion program to enhance the sale of U.S. products. This year a 
special effort will be made to introduce U.S. suppliers of forestry and 
woodworking, and pulp and paper equipment to the Chilean market, including a 
U.S. forestry and woodworking show at the Santiago International Trade Fair 
(FISA '87), which will take place from October 28 through November 8. The 
U.S. Pavilion will include nearly 60 booths of forestry and woodworking 


related equipment and supplies. Other promotion events for the rest of 1987 
include: 


U.S. Safety and Security Equipment Video/Catalog Show, October 
San Diego Chamber of Commerce Trade Mission, October 29-November 1 
Forestry Woodworking and Pulp Seminar, November 3-4 
State of Florida Trade Mission, November 15-18 
Aerospace Trade Mission, December 1-3 
- New Product Information Service Exhibition - Catalog Show, December 15-16 


Interested U.S. firms can contact either USFCS in Santiago or their nearest 
International Trade Administration District Office. 


The Agricultural Attaché's Office in Santiago participates in Foreign 
Agricultural Service AIMS Program which consists of a data bank of U.S. 
producers of agricultural products for referral to Chilean importers of 
these products. Another service of AIMS is the electronic transmission of 
Chilean requests for sources of specific U.S. agricultural products. 
Finally, translation of the monthly bulletin "CONTACTS" is published and 
mailed to Chilean importers. This bulletin lists sources in the U.S. of 
products available for export. 





Investment Opportunities: New foreign investment in Chile totaled $251 
million in 1986. Chile has an attractive foreign investment law, with very 
liberal capital transfer rules. However, only about $2.5 billion of 
investment has actually flowed in to the country since 1974, out of $7.6 
billion authorized. Much of the foregone investment was in the mining 
sector, which has suffered from low prices. The investment climate in Chile 
is subject to some uncertainty as the country prepares to vote ina 
plebiscite in late 1988 or early 1989 to choose a new President for an 
8-year term. Active and stand by coverage from Overseas Private Investment 
Corporation has risen to $288 million since OPIC started writing insurance 
for Chile in 1984. This amount is the largest OPIC exposure in any single 
country. OPIC expropriation insurance coverage is available to investors in 
limited quantity. Political violence (formerly "war" risk) coverage is 
available up to the usual limit of $100 million per project. OPIC's 
inconvertibility coverage is no longer available because of unprecedented 
demand and country concentration capacity constraint. 


U.S. firms have been the leaders in taking advantage of Chile's debt to 
equity programs. U.S. firms have bought into Chilean firms to improve their 
market position in Chile, or, in the case of some financial institutions, to 
convert loans into ownership, over which they have greater control. These 
programs provide an excellent opportunity for companies interested in 
investing in Chile. 
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